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ACTION COME-OO 

INFO OCT-01 EUR- 1 2 NEA-10 ISO-OO EB-07 TRSE-00 OMB-Ol 

CIAE-00 INR-07 NSAE-00 /038 W 

104070 

R 141332Z SEP 76 
FM AMEMBASSY JIDDA 
TO SECSTATE WASHDC 5858 
INFO AMEMBASSY BRUSSELS 

UNCLAS JIDDA 6224 

E.O. 11652: N/A 
TAGS: BEXP, SA, BE 

SUBJ: COST ESCALATION CLAUSES IN SAUDI CONTRACTS 

REF: STATE 225084 

1 . BELGIAN EMBASSY CONFIRMS THAT EUROSYSTEM HOSPITALIER 
HAS SIGNED CONTRACT CONTAINING ESCALATOR CLAUSE. EMBASSY 
CLAIMS, HOWEVER, NOT TO HAVE SEEN CONTRACT NOR TO HAVE 
DETAILS OF ESCALATOR CLAUSE. CONTRACT IS TO BUILD TWO 
500-BED HOSPITALS IN RIYADH AND JIDDA FOR NATIONAL GUARD 
AT BASE COST OF SR2692 MILLION (ABOUT $770 MILLION). 

2. THIS IS INTERESTING STRAW IN THE WIND BUT WE CANNOT 
YET ESTIMATE ITS VALUE AS PPECEDENT. NATIONAL GUARD IS 
MUCH FREER THAN OTHER SAG AGENCIES TO SET ITS OWN CONTRACT 
TERMS AND THIS MAY BE AN ANOMALY. WE WOULD ALSO NOTE 
THAT NAZER'S MINISTRY DOES NOT ITSELF WRITE CONTRACTS NOR 
HAVE GREAT INFLUENCE IN ESTABLISHING CONTRACT GUIDELINES. 
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